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25X1X6- 1. On 8 Auguet 1946 the Sinc-Sevist Beomomic Development Corporation was avganized
for the purpnse of controlling 2 nmumber of Chinese sud Soviet flrme which ars
to carry on trade with the Soviet Uniom. This orgenization is being financed
by Chlnese and Soviet cepibal on an ejual tasis, The original cepitsl of sbout
UoBo $1,400,000. wae desigonted by the Continental Bemk for the promction of
toa trade with the Soviet Union. Fifty persent of this sum was provided by
the Moscow Harodny Bank and the Russien Credit Asscolation, and the remaining
5X1XG fifty percent by the Continental Benk end the Fuh Ise Finmsmcing Corporatiom.
- 2. A% presept the corporetion has 4wo uew firma:

(a) %ue Ming Foo Trading Company, 1 Avenwe Edward VII, to handle the Soviet
imporis of heavy materiala. The firet stock of paper has been reseived by
this compeny.

(b} t%he &n Hwa Compeny, to trade in fine chemfonls Brought from the Soviet
Ualem. A supply of sauntonine hes already been rsceiyed and distribubed between .
the Interpational and Anglo-Chinese Dispensaries. '
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3o The Sine-Soviet Boonomio Development Corporatica is planning to develop a num-

ber of new firms by means of capléel furnished by Peter Ilse, who recently
arrvived from Peking and is now i contact with the Soviet cnmtrepremeurs. Pstar
ise was formerly & close assoclate of V.W, Konstantimo.
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-‘ 4o The Union Steemship Ageney, & Soviet firm, has purchesed from loocsl sources
throe small atewamers, each with a capacity of about 700 tons. ‘These steamers
are to operate uider the Chinese firm of Yung Man Steamship Comoany, 3% Fooohow
Road. Cos of the largest ships is the Lin An, used for trips %o Henkow. Since
bhe government's recent ruling against foveign shipping, these ships cem no
longer be used, as they wore ovigirally, for transporting tea from the Hankow
arefo
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- 5. On 50 July a spooiel meeting .of the Soviet Merchunbs Association waz called to
discuas the sitwation oreated whon the Farwers Bank of Chine and the Céntral
Trust Company ossumed the direction of the tea trsde under tho supervision
of the Nationelist Government and the Tea Traders Guild in China. Prior 4o
this assumpiion, the tes businass was 4o have been handled by a group of Soviet
firms, end the transportation by the Union Steamship Agemey. Other arrange-
mants proviously made wegarding the financing of the %ea trade Zhrough the ine
veatment of Soviet capital in the Continental Bapk of China have also been canceled.
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1he Sovigbs mrw extromely mnxioug te open up a succeasful tes trade, pure
ticularly feor the following reasonsy

(8) 3% would provids an gpportunity to extend Soviet influsnce irto the
interior and to goln partial economie tentrol of the Chinese %ea tradso,
thereby newtralizing the influence of forgign rivels.

(v) Trensportation fecilities bringing tea from the laterior would serve.
ntt only as e means of sarrying propagenda beck to the ten districts, bud

alee 88 2 lige of communicetion for the colleetien of inforwmation from the
interior.

Ths Chinese Geovermueat has intervensd in this metter for the following
reasons

{a) The Wepg Yu Tol Tea Company cumplained thet +the Soviets are establishing
» tea monopely, thereby clesing off normal trade.

(b) Goveraomenl handling of itvade eimplifies the errangement of sxdhange end
customa dutied.

A full ra?ort of the situation has been sunt to the head of the Soviet Ivade
Kiseion in China.
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